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AICPA Washington Report
June 4, 1973
Volume I, Issue 22
COMMERCE, DEPARTMENT OF
A new study of multinational corporations has been 
released by the Department. Entitled "The 
Multinational Corporation: Studies of U.S. 
Foreign Investment--Vol. II," the study 
reviews the reasons for overseas investments 
by 76 major multinational firms. The first 
volume, issued in March 1972, contained three 
studies of multinational corporate activity. 
This study was also prepared by the Conference 
Board under the supervision of J. Frank Gaston, 
Director of Special International Studies for 
the Board. Copies of the 82-page study are 
available through the GPO for $1.00 a copy.
COST ACCOUNTING STANDARDS BOARD
Howard W. Wright, Consultant to the CASB, in a
recent address to the Western Area Conference 
of the FEI has indicated that the Board and 
the FASB may be using different paths in 
their efforts to establish accounting standards.
He does not suggest that the CASB use 
financial accounting for its base in areas 
of cost accounting allocations, "but if it 
does, it should stay out of the financial 
accounting area unless the FASB is not prepared 
to consider a topic of substantial concern to 
the CASB . . .  a somewhat delicate area."
CASB Executive Secretary, Arthur Schoenhaut, 
told the FEI Conference that there are few 
similarities and many important differences 
between the Board and the FASB. Some of the 
problems he foresees are whether the FASB and 
CASB will take similar approaches; whether there 
will be conflicts; whether they will issue 
conflicting standards on the same subject; and 
should financial accounting provide a point of 
departure for cost accounting, or is cost 
accounting the foundation for financial accounting 
and reporting.
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CQST OF LIVING COUNCIL
Pay adjustment amendments have recently been issued
by the Council (See 5/30/73 Fed. Reg., p. 14153). 
The amendments concern pay adjustments subsequent 
to reductions in wages or salaries. The amendments 
provide a clarification of the policy of Section 3 
of EO 11695 to preserve the effect of actions 
settled under Phase II rules.
The Mills' statement on a new wage price freeze is
contained in the 5/30/73 Cong. Record at p. H4114. 
"We need time to allow the Congress to complete 
its works in setting up the machinery for
control of government spending," stated Mr. Mills. 
Adding to this statement he declared: "To get 
that time, we need to hold a firm ironclad hold 
on prices and wages. We gave the President the 
authority to impose that hold. He must use 
that machinery, now."
DEFENSE, DEPARTMENT OF
A public meeting of the Naval Audit Service
Advisory Committee has been scheduled for 
6/11/73. The purpose of the meeting will be 
to introduce the committee members of the 
organization of the Navy and the management, 
current developments, and role and function 
of the Naval Audit Service. The meeting will 
be held in Room 4D710, the Pentagon at 8:30 a.m.
FEDERAL HOME LOAN BANK BOARD
Conversion legislation is being taken up in the 
House before the Subcommittee on Banking 
Supervision and Insurance, chaired by Rep.
St. Germain (D-R.I.). The Senate concluded 
action on similar legislation which included 
a provision which would prohibit conversions 
until 1974. The House version (HR 2419) does 
not include any reference to S&L conversions. 
Hearings on the legislation are expected to 
conclude this month.
Acting Chairman of the FHLBB, Carl O.
Kamp, Jr., told the subcommittee that if 
Congress feels it is necessary to legislate 
a continuance of the administrative moratorium 
on conversions that it should do so only until 
the end of this year. Kamp stated that by 
August 15, the Board will have its guidelines 
for development in final form. That would give 
Congress several months in which to review those 
administrative decisions.
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FEDERAL RESERVE SYSTEM
The Board's Annual Report for 1972 has recently 
become available.
In addition to the statistical data 
contained in the Annual Report, there is included 
a section on current legislative recommendations 
affecting the banking industry, synopses of 
Board meetings held during the reporting period, 
and bank supervision and regulation activity by 
the FRS during the reporting period. Copies of 
the report are available from the Federal Reserve 
Board, Washington, D.C. 20551
HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
Financial assistance regulations for construction of 
higher education facilities are contained in 
the 5/29/73 Fed. Reg. at p. 14096. Fiscal 
control and Fund accounting procedures are 
contained in Section 170.5. Audit provisions 
appear in Section 170.6.
Amendments to the Social Security Administration’s
regulations regarding principles of reimbursement 
for provider costs and for services by hospital- 
based physicians appeared in the 5/29/73 Fed.
Reg, at p; 14092. One portion of the change 
deals with the return on equity capital of 
proprietary providers.
JUSTICE, DEPARTMENT OF
LEAA legislation before the full House Committee on 
the Judiciary has been concluded and a bill has 
been ordered reported. The bill under consideration 
(HR 8152) contained accounting and auditing 
provisions; the latter, however, did not appear 
in model audit language in the draft.
Hearings in the Senate have been scheduled 
by Senator McClellan (D-Ark.) before the 
Subcommittee on Criminal Laws and Procedures.
The open hearings will commence 6/5 and 6/6 and 
will include a consideration of a number of 
proposals, including the Administration bill 
(S. 1234) for special revenue sharing for law 
enforcement.
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OFFICE OF MANAGEMENT AND BUDGET
The recent reorganization which was discussed in
last week's Report (See Issue 21) is discussed 
in greater detail in an Information Bulletin 
(No. 73-5 of 5/73) of the Advisory Commission 
on Intergovernmental Relations. The report 
describes the new OMB structure which is 
basically a single-line authority with one 
Deputy Director overseeing the work of six 
functional Assistant Directors and four 
Associate Directors for broad program areas.
Copies of the Information Bulletin may be 
secured by calling the Advisory Commission at 
202/382-4953.
Legislation has been introduced by Senator Scott
(R-Va.) to shift OMB from the Executive to the 
Legislative branch. The bill (S. 1899) is 
co-sponsored by Senator Scott of Pennsylvania.
The introductory remarks and a reprint of the 
bill appear in the 5/30/73 Cong. Record p. S9867).
SECURITIES AND EXCHANGE COMMISSION
Legislative hearings on HR 5050 (the Moss bill) will 
start on Tuesday, 6/5 and continue through 
6/7/73. The hearings will be held by the House 
Commerce and Finance Subcommittee, chaired by 
Rep. Moss (D-Cal.). Title I will be considered 
during the first week. Commencing on 6/11/73, 
the Subcommittee expects to take up Titles II,
III and V of the bill (the regulatory aspects), 
and that portion of the hearings should continue 
intermittently for approximately three weeks.
Probably in early July they will complete action 
on Title IV (Securities Processing), with a goal 
of completing all action on the bill prior to 
the August recess.
The proposed Federal Securities Code tentative draft
No. 2 was discussed recently at an American Law 
Institute meeting in Washington. Under consideration 
were the provisions for civil liability and fraud. 
Discussions included an effort to define more 
clearly "corporate mismanagement and insider
disclosure." A very spirited debate occurred 
concerning the insertion of a provision in the 
Code that would expressly make it valid for 
those found liable for securities violations to 
be indemnified by insurance. While it was urged 
by some that stressing the availability of 
insurance would dilute the "in terrera" effects 
of the anti-fraud provisions, a motion requiring
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that it would clearly stated that insurance was 
available passed with little difficulty, it was 
reported.
John R. Evans has recently been reappointed for a new 
five-year term as a member of the Securities and 
Exchange Commission. He had originally been 
appointed to complete the remaining term of 
James J. Needham which would expire in June.
TRANSPORTATION, DEPARTMENT OF
Two new legislative proposals have recently been 
introduced in the Senate. The first bill 
(S. 1892) includes the ICC recommendations 
for essential rail service in the form of lease 
arrangements. Title II of the measure contains 
accounting and auditing provisions. The second 
measure (S. 1893), also introduced by Senator 
Magnuson (D-Wash.), at the request of the 
Administration, includes inventory provisions 
as well as federal income tax provisions 
concerning the transfer of assets to the 
"corporation”. A reprint of the first bill 
appears in the 5/29/73 Cong. Record p. S9731 
The second bill is analyzed beginning at 
p. S9743. The bill itself is reprinted in the 
5/30/73 Cong. Record at S9887.
Sen. Hartke (D-Ind.), Chairman of the 
Senate Commerce Subcommittee on Surface 
Transportation, was critical of the DOT plan 
as failing to provide a detailed solution to 
the NE rail situation.
TREASURY, DEPARTMENT OF
Proposed rules for depreciation allowance for property 
of certain public utilities appeared in the 
5/31/73 Fed. Reg., p. 14287. As proposed, it 
provides rules with respect to the use of a 
normalization method of regulated accounting.
The proposed rule also provides a formula to 
determine the amount in the reserve account.
Comments on the proposals will be accepted 
through July 2, 1973.
Pension Reform legislation is still being considered
by the Senate Subcommittee on Private Pension Plans. 
Sen. Nelson indicated in the 5/29/73 Cong. Record 
p. S9788 that he would like to conclude consideration 
of the matter prior to the August recess.
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Additional bills continue to be offered.
Rep. Brotzman (R-Colo.) has introduced a bill 
(HR 8226); Rep. Fraser (D-Minn.) has introduced 
two others (HR 8233 and 8234). Rep. Brotzman's 
remarks concerning his proposal appear in the 
5/30/73 Cong. Record at p. E3583. A reprint of 
Rep. Erlenborn’s (R-Ill.) statement to the 
Association of Private Pension and Welfare Plans 
appeared in that issue of the Record at p. E3612, 
at the request of Rep. Quie (R-Minn.).
CPA'S IN THE NEWS
Henry Hill, partner and national director of accounting 
and auditing services for Price Waterhouse, 
received a "well-done" in the June issue of 
Forbes magazine. The article describes the 
position taken by the firm, despite the fact 
that a large client subsequently dismissed 
Price Waterhouse as its auditor.
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